(Adopted June 28, 1990)(Amended May 3, 1991)(Amdridiecember 7, 1995)
(Amended April 20, 2001)(Amended November 9, 208d)¢nded May 3, 2002)
(Amended September 8, 2006)

PROPOSED AMENDED RULE 1309.1 -PRIORITY RESERVE

@) Priority Reserve
A Priority Reserve is established to provide ceditr specific priority sources.
The funding of the Priority Reserve shall be madartgrly on March 31, June 30,
September 30, and December 31 or other schedulaedeeracticable by the
Executive Officeror-designee The amount of this allocation shall not exceweal t
following amounts:
Quarterly Allocation
Air Contaminant (Ibs per day)

Reactive Organic Gases (ROG) 500

Nitrogen Oxides (NOXx) 250

Sulfur BieOxides (SOXx) 60

Particulate Matter (PM10) 125

Carbon Monoxide (CO) 250
If the Executive Officer determines that credits &my air contaminant are not
available for transfer from the District's NSR aaots, allocations to the Priority
Reserve for that air contaminant shall be suspend@tocations of that air
contaminant to the Priority Reserve may resumeh# Executive Officer
determines there are sufficient credits availabletfansfer from the District’s
NSR accour#

(b) Specific Priority Sources

The following priority sources will be qualified trawfrem-a-poolofcrediis
established-every-quarteedits from the Priority Reserve
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Rule 1309.1 (Cont.) (Amended September 8, 2006)

(1)

(2)

3)

(4)

Innovative Technology

Is innovative equipment or a process which:

(A) the applicant demonstrates will result in angigantly lower
emission rate from the affected source than woaldehoccurred
with the use of BACT; and

(B) can be expected to serve as a model for emissoluction
technology.

Research Operations

Is an experimental research operation for which:

(A) the purpose of the operation is to permit iriggdion, experiment
or research to advance the state of knowledgeeostdite-of-the-
art; and

(B) aspecific time limit is imposed by the ExewetOfficer or
designee, in no case exceeding two years.

Essential Public Service

Is used to provide essential public service, predithe applicant:

(A) has provided all requirechiernal offsets available by modifying
sources to Best Available Retrofit Control TechggidBARCT)
levels at the same facility; or

(B) demonstrates to the satisfaction of the ExgeutOfficer of
desighedhat the applicant owns or operates no sourcesnaiitie
facility which could be modified to BARCT levels tprovide
Internaloffsets.

For equipment not subject to any Regulation Xl rapplication(s) for
modifications providing offsets to satisfy subpaegd (A) of this
sectiomparagraplshall accompany the application(s) for the newss(s).
For purposes of thisectiomaragraphonly, BARCT, as defined in the
California Health and Safety Code Section 40406]l 9ot exceed any
applicable District BACT cost guidelines and sloldetermined as of the
date that the application is deemed complete.

Electrical Generating Facility (EGF) The Basin

Is an in-Basin EGFprojectdirectly related to the production of electricity

and the applicarfiles a complete initial applicatiofor certification to the

California Energy Commissionr files acomplete application for a permit
to construct for which credits are soudhting calendar years 2000, 2001,

2002, 2003, 2005, 20080070r 20@.faciity-that- generates-electricity-for
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Rule 1309.1 (Cont.) (Amended September 8, 2006)

(5)

a complete application for which credits are soutiring calendar years

2000, 2001, 2002 or 20G3al be qualified to draw CO, SOx, or PM-10
creditsonly to the extent authorized by Rule 1309.1 asradad on May 3,
2002. An EGFor which the applicanfiles a complete application for
which credits are sought in calendar years 20066,22007 or 2008shdl
be qualified to draw SQPM-10and CCOcredits.

Energy Project of Regional Significance (EPRS)

(6)

Is an EPRSor which the applicant filea complete applicatioin calendar
years 2005, 2006, 2007 or 20fo8 a permit to construct for which credits
are sought. An EPRS to be located in Coastal Waters adjacerihé¢o
District, subject to federal permitting, will qualify pra\ad the applicant
also submits a permit application to tiastrict An EPRS will be
qualified to draw SOxXPM-10and CCOcredits.

Electrical Generating Facilities in DownwindrAdasins

Is an EGF located in a downwind air basin outsi@eistrict that may be

gualified to draw VOC credits established everyrtgrgprovided:

(A)  the South Coast & Basin is classified as being in a worse non-
attainment status than the downwind air basin @nsto Chapter
10 of the Health and Safety Code commencing wittti&e 40910;
and

(B) the EGF is located in a downwind air basin fkatverwhelmingly

impacted by emissions transported from $lueith Coast Air Basin
as determined by the state board pursuant to Health Safety
Code Section 39610; and

(C) the applicant pays a mitigation fee pursuarsuodivision (f); and

(D) the applicant certifies the application for ermit to construct has

been deemed complete by the downwind district; and
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Rule 1309.1 (Cont.) (Amended September 8, 2006)

(E)  thecumulativeamount of VOC credits issued pursuant to this
paragraph desnot exceed 1000 tons per yeand

(®) the Executive Officer receives the written reddescredits to be
drawn before January 1, 200

Any credits obtained from the Priority Reserve par# to this paragraph

shall be approved by resolution adopt&iter taking into consideration the

impact of the offset on air quality, public headtid the regional economy,

by theDistrict Governing Board and the Governing Board of theridisin

the downwind air basiror the Executive Officer, if such authority has

been delegated by the respective Baards

(7) Non-Public Biosolids Processing Facility

A biosolids processing facility that is not exclkedy publicly owned and

operated will be qualified to draw provided:

(A) the applicant complies with paragraph (b)(3)da

(B) the applicant demonstrates to the satisfaaifidhe Executive
Officer that the proposed purchase of credits fthenPriority
Reserve at a ratio of 1.2 to 1.0 together with itseatherwise
obtained are at an offset ratio of 1.2 to 1.0; and

(C) the applicant pays a mitigation fee pursuarsuioparagraph
(H(1)(B) for SOx, PM-10 and CO credits; and

(D) in addition to the requirements of this paradrahe applicant for
biosolids processing facilities that received RtydReserve credits
as an Essential Public Service and subsequentesda be
exclusively publicly owned and operated shall gy itigation
fee pursuant to subparagraph (f)(1)(B) in effe¢hattime of the
change of operator for the credits the essentialipservice
received from the Priority Reserve adjusted ta?ad 1.0 offset
ratio or surrender to the AQMD an equivalent amafrdredits at
an offset ratio of 1.2 to 1.0.

(c) Requirements for an Electrical Generating RAIEGF) or an Energy Project of
Regional Significance (EPRS)
An EGF or EPRShall not seeko draw credits from the Priority Reserve unless:
(Al) The facility meets BARCT for pollutants received from the Ptjori
Reserve for all existing sourcesthe facilityprior to the operation of the
new source(s) or at a schedule approved by theufixecOfficer and no
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Rule 1309.1 (Cont.) (Amended September 8, 2006)

(82)

(€3)

(4)

later than 3 years following the issuance of a jtetonconstruct the new
source(s); and all sources under common ownersitiiforvthe District are
in compliance with all applicable District rulesanances, orders, and
settlement agreements; and

The applicantpays anenrefundablemitigation fee ef thefollowing

PrierityReservgursuant to subdivision ¢f)and

PM-10 $25 000

T LA A= 2\"4 \PL\J,UU

SOx $8.900
DTN POTIT

cCO <12 000 and
I \P-I-L,UU\J, AT

The applicantconducts a due diligence effort (limited to cost# o
exceed the mitigation fee for that pollutant) ame by the Executive
Officer or—designeeto secure available ERCs for requested Priority
Reserve pollutants. Such efforts shall includeuseg available ERCs
including those available through state emissicaskb or creating ERCs
through SIP approved credit generation prograna/agable; and
Notwithstanding Rule 1303(b)(2)(A}he applicant for an in-Basin EGF

(5)

that files a complete application for which credite sought in calendar
years 2005, 2006, 2007 or 2008 or the applicarafiodEPRS demonstrates
to the satisfaction of the Executive Officer thia¢ proposed purchase of
credits from the Priority Reserve together withddie otherwise obtained,
Is at an offset ratio of 1.2 to 1.@nd

Notwithstanding Rule 1303 (b)(2)(A), the appht for an EGF located in

(6)

a downwind air basin shall obtain credits at asetffratio determined by
the downwind air district; and
The applicant has the new source(s) fully aaghlly operational at the

rated capacity within 3 years following issuanceadPermit to Construct
or_an initial California Energy Commission cert#ton, whichever is

later, subject to an extension granted by the GongrBoard based upon
demonstration by the applicant that the extensemecessary due to
circumstances beyond the reasonable control of ajxglicant. This

paragraph does not supercede the provisions of 3AAQule 205.
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Rule 1309.1 (Cont.) (Amended September 8, 2006)

(d) Additional Requirements for an Electrical Getem Facility (EGF)

An EGF shall not seekto draw credits from the Priority Reserve unlelss t

operator:

(ED)

(2)

Eenters intoa long-term (at least one year) contract with theteStaf
California to sell at least 50 percentof the portion of the power which it
has generated using the Priority Reserve credid provided the
Executive Officer determines at the time of penmitt and based on
consultation with State power agencies, that tla¢esof California is
entering into such long-term contracts and thaeadnfor such contracts
exists at the time of permitting, if the facilitg ia net generator (this
suksectiomaragraphdoes not apply to municipal utilities or joint pemv
authorities), and

For an EGF in the AQMD that submitted a completpliaption for a

permit to construct for which credits were soughbtimy calendar years
2000, 2001, 2002 or 2003omplies with all terms and conditions in any
Executive Officer order, whether expired or notatieg to the EGF’s
access of Priority Reserve credits, whether suetlitsrare used or not.

(5¢) The following provisions shall apply to the PiigiReserve:
(A1) Access to Priority Reserve Credits, excepttfarse-exclusivelyreserved

(82)

EGFs located in a downwind air basirshall be prioritized based on
qualifying by complying with paragraphs (C)(1) through (Ca&han

Essatial-Public Service-er-EGand then, on thearliesidatethe Permit to

Construct is to be issudsht—an-application—is—deemed—complete
Prioritization for EGFs located in a downwind a&sin shall be based on
the earliest date a written request is receivedhiey Executive Officer

pursuant to subparagraph (b)(6)(E).

Each facility shall maintain a balance of totaloHty Reserve Credits
obtained.
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Rule 1309.1 (Cont.) (Amended September 8, 2006)

(€3) Essential Public Services may, at the discratiiime Executive Officesr
desigeg reserve Priority Reserve Offsets for up to thyears to allow
multiyear projects to be planned. The sum of stegdervations shall
amount to no more than 25 percent of the PrioriggdRve allocation for
those three years.

(B4) The Executive OfficeAQMB-Goverming-Boardmay determine that a
specific project shall be given priority for accdesthe priority reserve
based onimminent public health or safetyicediegardlessofdateof

(E5) If a subject facility holds an Emission Reducti®redit (ERC), then that
ERC must be used before access to the PriorityriResgeallowed.

(F6) Allocations from the Priority Reserve shall nettbanked or transferred.

(&7) An aggregate total of 400 pounds per day for RM&D0 pounds for CO,
and 200 pounds per day of SGhall be exclusively reserved for use by
Essential Public Servicésr eachcalendar yea2001,2002and 2003

(H8) Offset credits obtained from the Priority Resetwe an EGF may not
exceed the allowable emissions level of the newlhyrnitted unit(s).

H—TFho—oln oo S0l C O credlle el o b ol e e
e s

(#9) The Executive Officer shall monitor the PM-X00 and SOxbalance in
the Priority Reserve and in the event the balarideM-10 CO or SOxs
less than 500 pounds per day a qualifying project will reduce the
balance to less than 500 |bs/dthe Executive Officer may transfer up to
1,500 pounds per day of PM-100 or SOxrespectivelyto the Priority
Reserveatfter it is determined the credits are availabbenfthe District’s
NSR accoun¥his-transtershall-be-done-ata-public-meeting

(10)  Offset credits obtained from the Priority Resean#l used in the District
may not be usefbr interpollutantrading
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(f)

Mitigation Fees for Electrical Generating Féadls In the Basin, Energy Projects of

Reqgional SignificanceElectrical Generating Facilities in Downwind AiraBins

and Non-Public Biosolids Processing Facilities

(1) Applicants shall pay a mitigation fee of théldawing amounts for each

pound per day of each pollutant obtained from theri®y Reserve:
(A) An in-Basin EGF where a complete initial application for
certification to the California Energy Commission @ complete

application for a permit to construct was filed dalendar years
2000, 2001, 2002 or 2003:

PM-10 $25,000
SOx $ 8,900
CcoO $12,000

(B) An in-Basin EGFor EPRSwherea complete initial application for
certification to the California Energy Commission @ complete

application for a permit to construct was filed dalendar years
2005, 2006 2007 or 20@, or a Non-Public Biosolids Processing

Facility:
PM-10 $0,417
SOx $5,083
CO $12.,000

(C) An EGF in a downwind air basin

VOC $1410
The fee amounts in subparagraphs (f)(1)(B) and )({X) shall be adjusted each
year on July 1 by the change in the California Qomsr Price Index for the
previous calendar year. The Executive Offiseell be allowed to use percent
of the mitigation fees collected in any one yeardmgram administration.
(2) Provided the applicant submits a written requeshé Executive Officer
stating the reasons, refund of mitigation fees paid less 20 percent
$2,000,000, whichever is less, shad authorized for inBasin EGF’sor
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Rule 1309.1 (Cont.) (Amended September 8, 2006)

EPRSthat filed complete applications for which cred#ése sought in
2005, 2006 2007 0or 203 or a Non-Public Biosolids Processing Facility
due tocancellation of the projectithin twelve months of purchase of the
Priority Reserve creditdue to circumstances that the Executive Officer
determines is beyond the reasonable control oapipéicant and provided
the written request is received no more than 30s dater the project
cancellation The Executive Officer shalketurnthe excess credits to the
Districts NSR account.

1309.1-9



